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United States 
General Accounting Office 
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Comptroller General 
of the United States 

B-234468 

March 29, 1989 

The Honorable Donnald K. Anderson 
Clerk of the House of Representatives 

Dear Mr. Anderson: 

As required by section 2(d) of House Resolution 21, dated December 11, 
1986, we have audited the accompanying balance sheet of the House of 
Representatives Child Care Center, Inc., as of August 31,1988, and the 
related statement of revenue, expenses, and fund balance for the fiscal 
year then ended. This was the initial audit of the Center, which began 
operating on September 1, 1987. We completed our audit on January 31, 
1989. These financial statements are the responsibility of the Center’s 
management. Our responsibility is to express an opinion on these finan- 
cial statements based on our audit. 

We conducted our audit in accordance with generally accepted govern- 
ment auditing standards. These standards require that we plan and per- 
form the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for 
our opinion. 

In our opinion, the financial statements referred to above present fairly, 
in all material respects, the financial position of the Center as of 
August 31, 1988, and the results of its operations for the fiscal year b 
then ended in conformity with generally accepted accounting principles. 
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Our report on internal accounting controls and compliance with laws 
and regulations, together with the Center’s financial statements and 
accompanying notes for the fiscal year ended August 31,1988, is 
included in this report. 

Sincerely yours, 

Charles A. Bowsher 
Comptroller General 
of the United States 
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Report on Internal Accounting Controls and 
Compliance With Laws and Regulations 

We have audited the financial statements of the House of Representa- 
tives Child Care Center, Inc., for the fiscal year ended August 31, 1988. 
Our audit was made in accordance with generally accepted government 
auditing standards and, accordingly, included such tests of the account- 
ing records and such other auditing procedures, including tests of com- 
pliance with laws and regulations, as we considered necessary in the 
circumstances. This report pertains only to our preliminary review of 
the system of internal accounting controls and our review of compliance 
with laws and regulations for the fiscal year ended August 31, 1988. 

We did not complete a study and evaluation of the Center’s internal 
accounting control system for the purpose of determining the nature, 
timing, and extent of the auditing procedures necessary for expressing 
an opinion on the Center’s financial statements. Based on our prelimi- 
nary review, we concluded that it was more efficient to expand our sub- 
stantive tests in auditing the financial statements for the fiscal year 
ended August 31,1988. 

While we did not perform a complete study and evaluation of the 
Center’s internal accounting control system, we did not become aware of 
any condition during our expanded substantive audit tests which we 
believe to be a material weakness. 

As part of our audit, we also tested the Center’s compliance with the 
terms and provisions of H. Res. 21. In our opinion, the House of Repre- 
sentatives Child Care Center, Inc., complied with the terms and provi- 
sions of H. Res. 21 for the transactions tested that could have materially 
affected its financial statements. Nothing came to our attention, in con- 
nection with our audit, that caused us to believe that the Center was not 
in compliance with the terms and provisions of H. Res. 21 for those b 
transactions not tested. 
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Balance Sheet 

Auaust 31.1988 
Asrets 
Current Assets .--.-.~__-.- __..-..__ 

Cash _ I.......__.-_ -.--._---____- 
Restricted cash (note 2) 

$100,758 
10.605 

Prepaid insurance expense 6,401 
Total current assets 117,764 

Fixed Assets _.“-- 
Ewipment (note 3) 

--___ 
14.056 

Less accumulated depreciation 

: Total fixed assets 
977 

13,079 

Tt$al Assets 
I 

Llbbilities and Fund Balance 
Current Liabilities 

$130,843 

i 

I Accounts payable 

Total current liabilities 

I Payroll taxes payable 

$eferred revenue (note 4) 

/ 

Lbng-Term Liabilities 

$174 

3,252 

1,592 
1.486 

Deposits held for parents (note 2) 7,200 . 
Payroll held for<mployees (note 2) 3,405 
Loan payable (note 5) 100.000 

-t To&l long-term Ilabllitles 110,605 
/ 

Total llabllltler 
und Balance 
Net investment in donated assets (note 3) 

Fund balance-general operating 

J Total fund balance 

113,857 

4,325 ’ 
12,661 

16,986 

/ Total Liabilities and Fund Balance $130.843 
I The accompanying notes are an integral part of this statement. 
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Skxkment of Revenue, Ekpenses, and 
F’bnd Balance 

Fiscal year ended 
Auaust 31.1988 

Rev&um 
Operating .- __._._., -...-... ..- ..~ -.. ..-- --.- -- 

Tuition $215,436 -. - 
Application fees 1,475 

Miscellaneous 4.891 

Nonoperating ._.._- -.l^l _._ ----. -.-_- --._ ---. 
Donations (note 1) 
Interest (note 6) _- -~ .- .- ~._. ..--_____ 

_..__. ~. -....._ __- ..____. ..-. ..-- .._ . . -_-. .---_ - ..---.......--.-- - ---- 

total Revenue 
I 

Exhees 

--- -. 
85.064 

7,138 
92,202 

314,004 

237,999 -- 
17,703 

6,520 -_. ..-. - __.. ..- .~____ -...-..--~-..---~- 
12,778 

Oflfice supplies 743 

Cl 
1 

ss activities 698 _,._ ___._ . _ --_.. 
.-’ 

--. 
Utilities . teleohone 4.363 

Cihild care eautpment - small 12,720 

Drlpreciatlon 302 

_ Mkceffaneous 8,904 ..~ . ..-.. ..-. ..- .--...... . . . . .- -..-...- --.--. 

Total Expenses 312,707 

Exe ss of revenue over expenses .” ~. I. ” ~. - ...~~ .-----~ ~---. -- -.---- ------. -. -~-- .-....- --- -~--~ 

----9---~- 
Fun ’ balance, beginning of penod (note 8) 

Fun4 Balance, End of Period 
I 

1,297 ~--- 

11,364 ~- 

$12,661 

The accompanying notes are an integral part of this statement. 
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Notes to F’inawid Statements 

Nbte 1. Significant 
Akcounting Policies 

Organization 

I 
D/jpreciation Policy 

@mated Facilities and Services 

dministration and Fund Raising 

&nations 

The House of Representatives Child Care Center, Inc., was established 
by H. Res. 21, December 11,1986. The Center is an independent, non- 
profit, nongovernmental corporation, incorporated under the laws of the 
District of Columbia for the sole purpose of providing child care. The 
Center provides its services for children of Members, officers, their 
staffs, and other support personnel of the House of Representatives. It 
is exempt from income tax under section 601(c)(3) of the Internal Reve- 
nue Code. 

Equipment is depreciated over a S-year or lo-year period using the 
straight-line method. 

The financial statements do not include the costs of space, utilities 
(except telephone), and ordinary repairs and maintenance, which are 
provided to the Center without charge. 

Administration and fund raising expenses are about 4 percent of total 
revenue and include office supplies, printing and advertising, staff 
development, and miscellaneous costs. Administration and fund raising 
services are performed by officers, directors, parents, and others at no 
expense to the Center. 

The Center solicits and receives donations from corporations and indi- ’ 
viduals. The donations received were in the form of cash, equipment, 
and services. For financial statement purposes, no value was assigned to 
the donated services. 

ote 2. Restricted Cash 
Bnd Related Liability 

The Center is holding $7,200 cash from the children’s parents as initial 
deposits which are refundable if proper notice of withdrawal is given, 
The Center is also holding $3,406 cash from employees’ first week’s pay 
which is due the employees upon proper notice of termination of their 
employment and payment of any existing debts to the Center. The total 
cash held and related liability at August 31, 1988, was $10,606. 
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Notes to Financial Statements 

Ndte 3. Equipment The Center purchased or received by donation the following items of 
equipment. 

Table 1: Schedule of Purchared and Donated Assets 

-_---_. -.-.-- -~-. 
Estimated Cost or fair Accumulated 
useful life market value depreciation Net value 

Purchased --- 
kavaround eauioment 

-- --___ 
10 years $9,056 $302 $8,754 

Donpted -- ___-.--- 
Kitchen equipment IO years 3,250 325 2,925 --- -._..-- -- 
Cleaning equipment 5 years 900 180 720 -_____- 
Educational equipment 5 years 850 170 680 

rotal donated 5,000 675 4,325 
+- ____- _.__-.---___ 

Toter/lo $14,056 $977 $13,079 

/ 

N+e 4. Deferred Revenue Deferred revenue of $1,486 consists of tuition payments received in 
/ advance for the subsequent fiscal year. 

N+ 5. Loan Payable The $100,000 loan provided for in H. Res. 21 for equipment and other 
expenses of starting the Center was received in January 1987. It 
remained a Center liability as of August 31, 1988. Initial payment is not / / due until the end of the fourth year of operation which will be on 
August 31, 1991. Reduction of the liability is planned in accordance with 
the following schedule as provided in the Resolution. The loan is interest 

1 free. 

Tab1 2. Loan Repayment Schedule 

, 

Amount 
Payment date outstanding Payment due Balance 
8/31/91 $100,000 $33,333 $66,667 

8131 I92 66,667 33,333 33,334 -- ~ -.-- 
0/31/93 33,334 33,334 0 

Note 6. Interest Cash consists of the checking, savings, and share accounts which earn 
interest. All interest is reported under nonoperating revenue because its 
source is other than child care operations. 
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Notes to Financial Statements 

Note 7. Employee Benefits The Center contributes to the cost of health and benefit plans selected 
by employees. All employees are covered by the Social Security Act. The 
Center has no retirement plan to supplement Social Security. The Center 
has no future benefits liability since it does not administer the plans. 

Note 8. Fund Balance The fund balance at the beginning of the period represents the net assets 
remaining from the $100,000 loan after start-up costs were paid for the 
period January through August 1987. No detailed financial records were 
kept for this period. 

(fM72H) Page 11 GAO/AFMD-S981 House Child Care Center 





-_-~-” ~_--- -.__---..P- 

1h~ut~sl.s for wpiw of (;A0 rt~p0rt.s should tw wnl 1.0: 

1J.S. (;thlltArat Acwmrrt.ir~g Offiw 
Post. Offiw ilox 60 15 
(hriIht~rsburg(, Marylmd 20877 

‘I’t~ttq)tltmt~ au-27M24 1 

‘I’tw first, five ctppiw of t%clr wport. art’ free. Addit.ional copies m-t 
$2.00 tw-h. 

‘lIltbrt* is ;I Zj”,, cliscoullt. 011 orders for 100 or niort~ copic9 mailtd lo it 

silrgltb adtlrtw. 

Orders tnost, tw pwpaid by cash or hy chtvk or momby ortlt~r madt* 
out, I.0 the Su~~t~ril\t,t~lldt~llt. of 1h~cl1t1l~1lt.s. 



I-.--_- 




